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Tata Motors Ltd. CMP: INR 139

Tata Motors (TAMO) is a leading global automobile manufacturer of cars, utility vehicles,
buses, trucks and defence vehicles. Tata Motors strives to bring new products that fire the
imagination of GenNext customers, fueled by state of the art design and R&D centers
located in India, the UK, Italy and South Korea. In India, Tata Motors’ presence spread
across Jamshedpur, Pune, Lucknow, Pantnagar, Sanand and Dharwad.

Key Investment Rationales

JLR sales cycle to turn positive: We expect growth to turn positive from Q4FY21, supported
by new products (launch of new Defender, model changeovers of F-pace/Velar and 6PHEVs/7
MHEVs in FY21), continuation of growth in the China region and broad-based recovery across
other regions. While we still expect negative volume performance in FY21E, we forecast JLR’s
volumes to improve going ahead.

Standalone volume performance to recover: driven by continuing growth in PVs and pickup
in the CV cycle from Q4FY21E. PV volumes are seeing robust growth, driven by positive
response for new model Altroz and an improvement in dealer profitability, resulting in more
aggressive marketing initiatives. CVs could benefit from a long overdue replacement cycle,
higher industrial output and gradual resurgence in infra spending. After an anticipated fall in
FY21E, we expect volumes to pick up going ahead.

Valuation & Outlook

The stock trades at an EV/EBITDA of 3.3x and P/B of 0.7x on FY23 estimates vs. 10-year
average EV/EBITDA of 5.1x and P/B of 1.7x. Key downside risks include a no-deal Brexit,
luxury car demand contraction in target markets, failure of new launches, and adverse
currency/commodity prices..

Y/E March (INR mn) FY17 FY18 FY19 FY20

Net Sales 2,696,925 2,915,505 3,019,384 2,610,680 

Growth -1.2% 8.1% 3.6% -13.5%

EBIDTA 287,830 288,938 233,342 176,898 

EBIDTAM 10.7% 9.9% 7.7% 6.8%

Adj. PAT 60,636 68,131 -289,337 -109,752 

Growth -45.4% 12.4% -524.7% -62.1%

Adj. EPS (INR) 22.0 26.5 -84.9 -33.6 

P/E (x) 6.3 5.2 NA NA 

The India Cements Ltd. CMP: INR 121

The India Cements Limited is a South based cement company. The Company's brands
include Sankar Super Power, Coromandel King and Raasi Gold. These brands are also
available under sub brands, such as Shankar Shakti and Coromandel Super Power. The
Company's plants are located in various locations in India, including Malkapur,
Vishnupuram, Chilamkur, Yerraguntla, Vallur, Sankari, Dalavoi, Sankarnagar, Banswara
and Parli. The Company, based on customer requirement, also supplies its brands in High-
density polyethylene (HDPE), Paper and Laminated packing. It produces both the variants
viz Blended Cement, as well as Ordinary Portland Cement under different grades.

Key Investment Rationales

Best play on demand recovery in South: India Cements possesses a capacity of 15.5 MT
with presence majorly in South India followed by West. Its network of 8 integrated plants
is spread across Tamil Nadu, Telangana, AP and Rajasthan along with one grinding unit
each in Tamil Nadu and Maharashtra. Its brands ‘Coromandel’ is well accepted in the
market with 60% of sales coming from retail channel . While the company’s realisations
per tonne are healthy, cost inefficiencies (especially on the power costs front) have led to
lower EBITDA margins. However we believe, operational efficiency can move only higher.
keeping the downside limited. Its weak return ratios would also see an improvement with
higher profitability

Valuation & Outlook

In terms of valuation, on the asset front provide opportunities in India Cements. On an EV/t
basis, the company is available below $70 per tonne against replacement cost of $100-$120
per tonne, implying sufficient room for upside. On an earnings basis, the company is available
at an EV/EBITDA multiple of 8x FY22E, which looks lucrative.

Y/E March (INR mn) FY17 FY18 FY19 FY20

Net Sales 51,625 52,671 57,704 51,864 

Growth -6.7% 2.0% 9.6% -10.1%

EBIDTA 8,882 7,090 6,257 5,948 

EBIDTAM 17.2% 13.5% 10.8% 11.5%

Adj. PAT 1,510 707 87 2,844 

Growth 29.4% -53.2% -87.8% 3188.1%

Adj. EPS (INR) 4.9 2.2 0.6 1.6 

P/E (x) 24.7 55.0 201.7 75.6 
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United Spirits Ltd. CMP: INR 544

United Spirits Limited (USL) is the largest alcohol beverage company in India and among
the largest consumer goods companies. The Company is involved in the manufacture, sale
and distribution of beverage alcohol. It has a comprehensive brand portfolio with over
about 80 brands of Scotch whisky, IMFL whisky, brandy, rum, vodka, gin and wine. It sells
over 1 million cases annually covering 11 brands. It has brands spanning across price points
operating in all segments of Popular, Prestige, Premium and Luxury.

Key Investment Rationales

Focus on managing costs in Financial Year 2021: Given the exceptional nature of Financial Year
2021, management is revisiting all costs including marketing. The company has been able to drive
strong cost reduction in the past 3-4 years which has reshaped the Profit and Loss statement.
Lower input costs and ethanol prices could be a tailwind for gross margins. Therefore EBITDA
margin is likely to expand despite the revenue decline and weaker product mix.

Relaunch of McDowells No1 and Royal Challenge has seen positive feedback: USL has
relaunched two of its largest Prestige brands McDowells No1 and Royal Challenge in the past
few months. The initial feedback has been positive.

Valuation & Outlook

While sales were impacted by COVID related disruption in the 1H FY21, the margin
performance was healthy. In the last few quarters, a sharp focus on cost optimization has led
to robust margin performance and in the near term, while sales growth will be challenging
for the industry and the company, operating performance should be better, supported by
relatively benign COGS environment and cost optimization measures. Thus we recommend
Buy for United Spirits as it remains the best play on India’s liquor industry (in the listed space)
by robust market share and benefits ensuing from management control of Diageo.

Y/E March (INR mn) FY17 FY18 FY19 FY20

Net Sales 88,175 85,906 93,408 93,254 

Growth 3.8% -2.6% 8.7% -0.2%

EBIDTA 9,892 12,072 13,936 15,172 

EBIDTAM 11.2% 14.1% 14.9% 16.3%

Adj. PAT 1,001 6,338 7,002 6,589 

Growth -27.6% 533.2% 10.5% -5.9%

Adj. EPS (INR) 1.4 8.7 9.6 9.1 

P/E (x) 388.6 62.5 56.7 59.8 

Escorts Ltd. CMP: INR 1285

Escorts Ltd. (EL) is a sizeable player in the domestic tractors space with 11.6% market share
in FY20 and derives 77 of its revenue from this segment. It is a dominant player in the
cranes sub segment of the construction equipment industry with 40% market share and
derives 15% of its revenue from the segment. EL also supplies braking systems, suspensions
and couplers to the Indian railways, this division contributes 8% of its revenue.

Key Investment Rationales

Tractor segment to run with full throttle: Domestic tractor industry poised well in ear terms on
the back of healthy reservoir levels. While barring cyclical aberrations, farm mechanization
levels and recent implementation of Agri Reform Bill have a long growth runway. Plugging of
gaps in tractor portfolio and investments in dealership networks in opportunity markets
expected to yield results over the near to medium term. Over and above longer-term growth
opportunity in domestic market, recent investment from Kubota is expected to help Kubota to
expand exports. Also, Kubota is expected to help escorts in enhancing portfolio in farm
machinery space along with the domestic distribution and help escorts improve manufacturing
efficiency further. Margins are expected to increase on the back of various cost cutting
measures, positive operating leverage and improving product mix going ahead.

Valuation & Outlook

Tractor industry remains relatively well placed in current environment. We expect EL to
continue to gain market share in the tractor segment on the back of inroads in the South and
West markets and the benefits from the Kubota. We also expect improvement in margins
aided by improving product mix, increasing localisation and benefit of operating leverage.
We expect Revenue/EBITDA/PAT to grow at a CAGR of 13.2%/31.9%/34.2% from FY20 to
FY22E. At CMP of INR 1285, stock is trading at 13.1x its FY22E earnings (vs average of 20.8x
for last 5 years).

Y/E March (INR mn) FY17 FY18 FY19 FY20

Net Sales 41,471 50,010 61,992 57,610 

Growth 19.5% 20.6% 24.0% -7.1%

EBIDTA 2,764 5,516 7,161 6,758 

EBIDTAM 6.7% 11.0% 11.6% 11.7%

Adj. PAT 1,604 3,447 4,849 4,855 

Growth 91.6% 114.9% 40.7% 0.1%

Adj. EPS (INR) 18.1 38.8 54.6 54.6 

P/E (x) 29.9 21.1 11.2 23.5 
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Dabur (India) Ltd. CMP: INR Target: INR  

Dabur India Ltd, (DIL) with its diverse product portfolio, extensive presence in under-
penetrated categories and ability to foray into new categories by successfully driving
inorganic and organic growth is expected to capitalise on growing FMCG trends.

Strong domestic volume growth led by health & Ayurveda segments
Superlative domestic volume growth of 15%+ led by immunity boosting, ayurveda& naturals
product portfolio led to consolidated revenue growth of 18% growth in India business. Dabur
is one of the biggest beneficiary of increased health awareness in a post-Covid world.
Chyawanprash, Honey, OTC & Ethical products & oral care are also witnessing robust growth.
Contrary to the trend of low advertisement spend by other consumer companies, the
company Dabur increased ad spends by 40.2% to support growth for newly launched
products. Led by higher operating profit, net profit grew 19.6% to INR 482.9 crore.

Market share gains to accelerate growth
The company continues to strengthen its market share in Chyawanprash (190 bps increase),
toothpaste (90 bps increase) and shampoo (80 bps increase). The penetration levels of
Chyawanprash& honey is ~4% & ~25%, respectively, which poses immense growth
opportunity in both these categories. We believe its complete ayurveda, health & immunity
portfolio would accelerate growth for the company in the next two to three years. We expect
near double digit revenue CAGR over FY20-23E.

Valuation & Outlook
Dabur's new product development (NPD) pipeline is robust compared to peers & we see
more than 50% of sales generating categories on high growth path either with high
addressable mkt. With strong tailwind from health and immunity products, we believe Dabur
would continue to witness strong growth from these trends. We expect the company to
witness earnings CAGR of low teen over FY20-23E. Based on back of the envelope calculation
of FY23E EPS, Dabur is trading at 45x & we have positive outlook on the stock.

Y/E March (INR mn) FY17 FY18 FY19 FY20

Net Sales 76136 77219 85150 86846

Growth (%) -2 1 18 11

EBITDA 15089 16174 17396 17924

EBITDAM 19.8% 20.9% 20.4% 20.6%

Adj. PAT 12801.0 13575.0 14453.0 14479.0

Growth (%) 2.1% 6.0% 6.5% 0.2%

Adj. EPS (INR) 7.3 7.7 8.2 8.2

P/E(x) 72.2 68.1 64.2 64.1

RITES is a Mini ratna (Category-I) Schedule 'A' Central Public Sector Enterprise incorporated
in 1974 by the Ministry of Railways (MOR) and is a leading player engaged in providing
comprehensive range of consultancy services across transport infrastructure that includes
Railways, Urban Transport, Roads, Ports & airports and locomotive leasing services and
export of rolling stock (to countries other than Thailand, Malaysia and Indonesia). RITES
has undertaken projects in over 55 countries across Asia, Africa, Latin America, South
America and Middle East regions.

Major beneficiary of GOI’s increasing focus on infrastructure sector

Increased focus on infrastructure sector by the GOI is expected to lead to traction in spend on
infrastructure in the country and result into cumulative spend of ~ INR 100 tn over the next 5
years with transport infrastructure garnering major share. As a thumb rule ~2% of amount
spent towards infrastructure goes towards consultancy services. RITES being a leading player
in consultancy services business for transport sector in India, is likely to be a major
beneficiary. Railways infrastructure investment is expected to grow to INR 8 tn over 2018-
'22E from INR 3.8 tn over 2013-'17.

Well diversified order Book Providing Revenue Visibility for 2.5 to 3 years

Order book stands at INR 61.5 bn providing visibility for next 2.5 to 3 years of revenue. Order
book is well diversified amongst Consultancy Services, Turnkey Projects & Exports verticals.

Valuation & Outlook

Current Order book provides reasonable visibility of Revenue for next 2.5 to 3 years. Based
on TTM earnings, It is trading at 10.8x& we've positive outlook on the stock led by Cash
surplus BS, healthy dividend pay-out.

Y/E March (INR mn) FY17 FY18 FY19 FY20

Net Sales 14846 14975 20475 24744

Growth (%) 35 1 18 11

EBITDA 5679 5705 7682 9209

EBITDAM 38.3% 38.1% 37.5% 37.2%

Adj. PAT 3485.0 3587.0 4815.0 6256.0

Growth (%) 1.8% 2.9% 39.5% 53.1%

Adj. EPS (INR) 17.4 17.9 24.1 25.0

P/E(x) 13.8 13.4 10.0 9.6

RITES (India) Ltd. CMP: INR Target: INR  
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Polycab (India) Ltd. CMP: INR Target: INR  

Polycab is the leader in India's organized Cables & Wiresmarket with 18%+ share. Polycab
has very well migrated to a B2C company from a B2B company over the years by spending
aggressively on Advertisements and Sales Promotions (A&SP) as well as expanding its retail
reach. B2C domestic wires business & FMEG put together contributes 1/3rd of its revenues
currently & the company is targeting to increase contribution to revenue from these
business to half of its revenue over the medium term. Polycab's Revenue/EBITDA/Profits
have grown at a CAGR of 13%, 24% and 46% respectively over FY18 to FY20.Polycab's
revenue comprises of three segments, (1) Cables & Wires (C&W) (2) Fast Moving Electrical
Goods (FMEG) and (3) Engineering Procurement & Construction (EPC).

Key Investment Rationales

Ideally placed to seed FMEG business & bring it to profitability level at par with peers over
the long term

Fast Growing FMEG business that Polycab forayed into with the launch of switches and
switchgear segment now comprises of Fans, LED Lighting & domestic appliances with foray
into new product categories every year. The company's focus is behind new product launches
every year to establish itself as a sizeable player in the FMEG business has resulted in
increaseinthis SBU's revenue contribution to the company's revenue from 7% in FY18 to 10%
in FY20.Though this SBU's profitability is marginal at present of 2% primarily on the back of
lack of scale as well as significant marketing spend to gain market share, the management is
very much determined to bring the profitability in line with peers over the long term. In fans
business, profitability enjoyed by peers is as high as 20% & in case of LED lighting, the same is
in the range of 12%+. Going forward, with increasing penetration of the products across the
markets and higher sales volumes, the company's margin is expected to improve owing to
the economies of scale.

Substantial EBIT margin across B2C business leads to improvement in overall profitability

Net profit stood at INR 2216mn, up 14% led by substantial improvement in profitability of
FMEG SBU to 8%, up 470bps (focus shifting to profitability rather than growth in established
businesses of fans & LED Lights) and that of C&W SBU rising 345bps to 13.9% (product mix
getting richer with domestic wires witnessing encouraging growth). Gross margins rose
180bps to 28.4% leading to EBITDA increase to the tune of 266bps to 14.8%. aided by very
good control over operational overheads. A&SP spend remained stable at INR 134mn.
Management is guiding for decent traction in Q3FY21 on the back of the company incurring
major advertising spend during the ongoing IPL season.

Valuation & Outlook
Dabur's new product development (NPD) pipeline is robust compared to peers & we see
more than 50% of sales generating categories on high growth path either with high
addressable mkt. With strong tailwind from health and immunity products, we believe Dabur
would continue to witness strong growth from these trends. We expect the company to
witness earnings CAGR of low teen over FY20-23E. Based on back of the envelope calculation
of FY23E EPS, Dabur is trading at 45x & we have positive outlook on the stock.

Y/E March (INR mn) FY17 FY18 FY19 FY20
Net Sales 55001 67831 79856 88300

Growth (%) 6 23 18 11

EBITDA 4477 7418 9527 11351

EBITDAM 8.1% 10.9% 11.9% 12.9%

Adj. PAT 2331.0 3586.0 5001.0 7657.0

Growth (%) 24.0% 53.8% 39.5% 53.1%

Adj. EPS (INR) 16.5 25.4 35.4 51.4

P/E(x) 56.0 36.4 26.1 18.0

Company Release Date
Recommended 

Price
Target Price Current Price

Polycab 8th October 825 1100 925

Dixon 29th April 4310 4820 9900

Orient Electric 9th January 194 240 215
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Sun Pharmaceutical Inds. Ltd.                CMP: INR 508

Sun Pharma manufactures and markets a large basket of pharmaceutical formulations in
India, the US and several other markets across the world. However, US and Indian
formulations are by far the core strengths and growth drivers of the company. The
company has ~44 manufacturing sites across the world. The US business has been built
mostly on acquisitions and generic focus. It owns the largest product basket among Indian
players with as many as 587 product (ANDA) filings as of Q2FY21.

Key Investment Rationales

Specialty diversification to be key for US business: The US business comprises ~32% of
turnover (FY20). The US product basket comprises 495 approved ANDAs, 92 pending final
approvals (including 20 tentative approvals). It also has 55 approved NDAs and six pending
NDAs. US growth has also been backed by extensive infrastructure with 44 global
manufacturing facilities.

New launches to drive domestic revenues: Indian formulations form 30% of turnover (FY20).
With a market share of 8.1%, Sun is ranked No. 1 in domestic formulations. It leads
prescription share in 11 specialties including psychiatrists, neurologist, cardiovascular and
diabetes. It has also embarked on a strategy to in-license latest generation patent protected
products from various innovators.

Valuation & Outlook

While the company’s US generics front is going through calibrated product rationalization,
specialty segment looks promising due to robust product pipeline, steady progress. This
metamorphic shift from generics to specialty, however, is likely to weigh on US growth in the
near term. That said, higher contribution from specialty and strong domestic franchise is likely
to change the product mix towards more remunerative businesses by FY22. This would have
positive implications for margins also as we expect faster absorption of frontloaded costs on the
specialty front.

Y/E March (INR mn) FY17 FY18 FY19 FY20

Net Sales 313,081 264,155 290,659 328,375 

Growth 11.4% -15.6% 10.0% 13.0%

EBIDTA 96,822 55,348 62,736 69,742 

EBIDTAM 30.9% 21.0% 21.6% 21.2%

Adj. PAT 69,644 20,957 26,654 37,649 

Growth 53.2% -69.9% 27.2% 41.3%

Adj. EPS (INR) 29.0 8.7 11.1 15.7 

P/E (x) 17.5 58.4 45.8 32.4 
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